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FINANCIAL HIGHLIGHTS 


Sales and Operating Revenues 
Income Before Extraordinary Items 
Per Common and Common Equivalent Share® 
Extraordinary Items 
Per Common and Common Equivalent Share® 
Net Income 
Per Common and Common Equivalent Share® ® 
Cash Flow) 
Cash Dividends Paid on Common Stock 
Per Common Share 
Stockholders’ Equity per Common Share 


Common Shares Outstanding at Year End 


Number of Common Stockholders 


Number of Employees 


(1) Restated—See Note 1 of Notes to Financial Statements. 
(2) See Note 6 of Notes to Financial Statements, 
(3) Assuming full dilution 1970—$1.15; 1969—$2.12. 
(4) Consisting of income before extraordinary items, depreciation and 
depletion, and deferred income taxes. 
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(dollars in thousands except amounts per share) 


1969" 


$1,917,559 $2,018,016 


51,282 41,271 


57,171 


107,116 
32,735 


1.50 
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28.54 28.87 
23,059,577 23,033,855 
48,498 48,708 
61,700 68,800 
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TO THE STOCKHOLDERS 


Last year’s annual report expressed the belief that 
actions taken in 1969 would strengthen the Com- 
pany’s base for future growth. Specifically it stated, 
“The elimination of activities with fluctuating earn- 
ings, the potential for earnings improvement in ag- 
ricultural chemicals, the continuing development of 
specialty chemical businesses, both in the United 
States and abroad, and the expansion of consumer 
products and services activities should result in re- 
establishing a growth trend for the Company."’ De- 
spite generally difficult economic conditions, our 
results for 1970 confirm the validity of the belief ex- 
pressed a year ago. 

Results of operations improved substantially in 
1970, and earnings per share were 25% higher 
than in 1969. Income before extraordinary items 
amounted to $51,282,000, compared with the pre- 
vious year's figure of $41,271,000. Per common 
share it was $1.96, and the comparable figure for 
1969 was $1.57. 

The impact of extraordinary items was signifi- 
cantly different in 1970 and 1969. In both years, 
there were extraordinary losses which resulted 
primarily from moving away from businesses with 
unsatisfactory prospects, as well as from expropri- 
ations in Peru. These losses reflected also the sale 
of other Latin American interests and the abandon- 
ment or sale of certain agricultural chemical opera- 
tions. In 1970, extraordinary items reduced net 
income by $21,039,000, or 84 cents a share. In 
1969, losses had been more than offset by gains, 
the principal one being from the sale of our interest 
in Miller Brewing Company. The net effect in that 
year was an extraordinary gain of $15,900,000, or 
64 cents per share. Continued 


In 1970, sales and operating revenues totaled 
$1,917,559,000, compared with $2,018,016,000. 
Approximately $175,000,000 is included in the 1969 
figure, representing sales of units divested dur- 
ing that year. 

On pages 44 and 45 of this report, we set forth 
figures in a total of 11 categories showing profits, 
sales and net fixed assets for each of our operating 
groups, and a further product breakdown within 
some groups. The figures have been restated to 
include all businesses acquired in poolings of in- 
terests transactions. They are shown on an after- 
tax basis, rather than on a pre-tax basis as in pre- 
vious reports. We believe these key statistics will 
give stockholders a better understanding of the 
operations of W. R. Grace & Co. 

The effect of eliminating activities whose pat- 
terns of fluctuating earnings had adversely affected 
results in prior years is evident in the results of the 
Natural Resources Group in 1970. The loss in Latin 
American and Steamship Operations was greatly 
reduced. In the last two years, the Company has 
completely divested itself of subsidiaries in Chile 
and Ecuador, and substantially reduced its invest- 
ments in Brazil, Colombia and Central America. Di- 
vestments have also been made in Peru. Further- 
more, in view of The General Industry Law issued in 
July, 1970 by the Peruvian Government, the Com- 
pany deconsolidated for reporting purposes the 
results of operations of its Peruvian subsidiaries at 
June 30, 1970. The Company's investments in 
these subsidiaries are reported separately in the 
year-end 1970 balance sheet. 

As the table on page 45 shows, results of the 
Agricultural Chemicals Group improved markedly 
in 1970 after three years of declining earnings. 
Specialty chemicals, which are produced and mar- 
keted by several groups, showed overall improve- 
ment, and the Industrial Chemicals Group and the 
Specialty Products Group both had particularly 
good results. 

The Consumer Products Group had slightly 
higher earnings in 1970, despite the earlier sale of 
Milier Brewing Company, which had added to 
profits in the four previous years. 
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Only the Hatco Group had results that were sub- 
stantially lower than in 1969. Sales and earnings 
were adversely affected by economic conditions. 
With several divisions encountering start-up and 
other production problems, earnings decreased 
again as in 1969. For several prior years, the trend 
of earnings of the group had been sharply upward. 

The interviews with group executives which com- 
prise the central portion of this report describe in 
further detail the activities of 1970, and comment 
on the outlook for the future. 

The theme of this report—that W. R. Grace & Co. 
is a multinational company—is illustrated by the 
map following page 9, which gives an indication 
of the size and scope of our European interests. 
Foreign sales continue to represent approximately 
one-third of the Company total, although today 
overseas sales and operations are concentrated in 
Europe rather than in Latin America as was his- 
torically the case. 

We are continuing in our efforts to improve the 
Company's business mix and create a favorable 
environment for growth. This policy includes both 
divestment of less profitable operations and the 
seeking out of new opportunities in areas related 
to the operations of existing groups. 

With an uncertain outlook for the economy in 
1971, predictions of results are difficult to make. 
However, we believe the underlying strength of the 
many businesses in which Grace has a leadership 
position should provide strong support for in- 
creased earnings in future years. 


Respectfully submitted, 


Pele ave 


President 


March 4, 1971 
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W. R. GRACE & CO. 


Construction Products Division 
Davison Chemical Division 

Dewey and Aimy Chemical Division 
European Division 

Pacific and Latin American Division 
Polyfibron Division 


Cryovac Division 
Formpac Division 
Kennesaw Plastic Division 


Dearborn Chemical Division 
OuBols Chemicals Division 
Figl's Inc. 

Medical Diagnostic Services 
The Veratex Corporation 
Vestal Laboratories Division 


Chocolate and Confectionery Division 
European Consumer Products Division 
Far West Services 

Frozen Foods Division 

Nalley’s Fine Foods Division 


Baker & Taylor 
Lachman-Rose Inc. 
Real Est: Division 
F.A.O. Schwarz 


Hatco Chemical Division 
Marco Chemical Division 
Vinyl Operations 


Bekaert Mattress Ticking N.V 
Futura Footwear Corp. 
Golding Bros. Division 
Golding Upholstery Division 
Herman's World of Sporting Goods 
Lawrence Maid Footwear 
Letisse Division 

Joshua Meier Division 
John Meyer of Norwich 
Pix of America 


Ore & Mining Division 
Petroleum Division 


Food Division 
Paper and Chemical Division 


Fan Coach Co. 
Recreatives Inc, 


MANAGING A MULTINATIONAL COMPANY 
A multinational company has the conviction 


that considerations of nationality or geogra- 
phy should carry little weight in the selection 
of investment opportunities, of useful tech- 
nologies, and above all of the people chosen 
to manage the company’s affairs. @ W. R. 
Grace & Co. has been multinational almost 
since its beginning in 1854, and today one- 
third of sales and earnings are generated by 
international operations. Grace has interests 
in 43 countries on every major continent of 
the world. The largest foreign investments 
are in Western Europe. All principal operat- 
ing groups have international production and 
marketing facilities. @ Under Grace’s decen- 
tralized management structure, group ex- 
ecutives have broad authority over their 
operations, and division executives within 
each group also have considerable decision- 
making responsibility. Group executives re- 
port to the president, who is assisted by a 
corporate management consisting of key 
officers and administrative and financial 
executives. The responsibility of corporate 
management is to make policy and audit its 
implementation, monitor operations, control 
the investment of capital funds, and evaluate 
the performance of each group and of all 
principal executives. @ Continuing the dia- 
logue begun with the 1969 annual report, the 
interviews with group executives on the fol- 
lowing pages provide insight into their think- 
ing about the businesses they manage. 
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Totals: 


Operating Groups 


Group Headquarters 
Factories 

Research Centers 
Other Offices 


Agricultural Chemicals 
Consumer Products 
Hatco 

Industrial Chemicals 
Specialty Products 


Factories: 53 
Sales Offices: 133 
Warehouses: 47 
Employees: 19,445 


CHEMICAL GROUP 


The Chemical Group supervises 
most of the chemical activities 
of W. R. Grace & Co., the na- 
tion’s fifth largest chemical pro- 
ducer. It includes the Technical 
Group and three operating units: 
the Industrial Chemicals, Agri- 
cultural Chemicals and Con- 
verted Plastics groups. 


How did your group do in 1970? 


Mr. Goodall: Profits were ahead 
sharply on a small overall sales 
Robert D. Goodall increase, This reflected a turn- 
— around in agricultural chemicals, 
successful efforts at cost control, growth of existing 
product lines and profitable new products. 


How did you manage this in a slow economy? 


Mr. Goodall: The diversity of our position gave us 
strength, although some parts of the business were hit 
by the recession. The economy held up better in Europe 
than in the United States and we did very well over 
there. About $220 million of our group’s sales came 
from abroad. We have a well-balanced business over+ 
all, and as a result we appreciably outperformed the 
chemical industry as a whole. 


Is the increasing concern about pollution affecting you? 


Mr. Goodall: Unlike a lot of others in this business, we 
don't have tremendous plants that create huge disposal 
problems, except in our agricultural business, We have 
spent over $2 million in the last five years to build in pol- 
lution controls at our phosphate complex in Florida. We 
do have some problems here and there, of course, but 
generally they are small problems. However, last year 
the Company had capital expenditures of over $4 million 
for pollution control. 


Snow-white grains of 
Davison’s cracking catalysts 
help refineries increase 
gasoline yields from crude 
oil, and cut processing 
costs. Grace has a leading 
share of this specialized 
market and is developing 
new catalysts for the 
growing automotive 
pollution-control market. 


In graceful, spindle-like 
shapes, Grace's propri- 
etary curable liquid polymer 
is poured onto a platen 

to form a Letterflex plastic 
printing plate. The Letter- 
flex system, which was 
developed at the Wash- 
ington Research Center, 
provides a compact, clean 
method of producing 
printing plates for the 
newspaper industry at low 
cost using modern photo- 
composition techniques. 


TECHNICAL GROUP 


The Technical Group furnishes 
scientific and engineering sup- 
port to all units of the Company, 
particularly to the Chemical 
Group. 


Is your research focus still in 
five areas? 


Dr. Gibian: Yes. We are focusing 
on nuclear technology, cataly- 
sis, photosensitive polymers, 
biochemical products, and fine- 
sized materials. We are also 
working in water-pollution con- 
trol, with particular emphasis on 
developing techniques and methods that can be used 
by our own operating units. 


Thomas G. Gibian 
Group Executive 


What are some of the highlights of the past year? 


Dr. Gibian: We completed two developmental facilities 
at the Washington Research Center. One involves nu- 
clear fuels, where we are working largely with Govern- 
ment agencies to develop new fuels. The other facility, 
which supports our fine-sized materials effort, will en- 
able us to produce, on a semi-commercial scale, various 
ceramic materials for such applications as electronic 
substrata. In polymers, we are continuing to work on 
Letterflex systems and have several related graphic arts 
programs going, including a family of inks for cans and 
cartons that would be cured by ultraviolet light. In cataly- 
sis, we are now concentrating our research on the next 
generation of catalysts for auto emission control that 
will be needed in the 1980's. In biochemistry, we are 
awaiting Food and Drug Administration approval of a 
product that will enable cattle to metabolize feed more 
efficiently. We think that this new product, which could 
be in the commercial market by the fall of 1971, can im- 
prove feed efficiency by 5%. 
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A photographic enlarge- 
ment shows Davison's 
molecular sieves which are 
selective adsorbents. 
These are used to purify 
gases, to dry liquids 

and to separate hydrocar- 
bons. Adsorbents seek 

out small particles of mois- 
ture and impurities. They 
are used in the manufacture 
of catalysts and have 

many other applications. 


INDUSTRIAL CHEMICALS GROUP 


The Industrial Chemicals 
Group's domestic and overseas 
divisions manufacture and mar- 
ket to industrial customers a 
broad line of chemically based 
specialty products and the 
equipment to use them. Products 
range from sealing compounds 
for cans and other containers to 
petroleum cracking catalysts 
used in oil refineries. In addition 
to the container and petroleum 
industries, important customer 
groups include the construction, 
automotive, paper, paint and 
graphic arts industries. 


Carl N. Graf 
Group Executive 


Describe your group's performance in 1970. 


Mr. Graf: Overall, our sales were up 11% and profits 
were ahead approximately 20%. In our catalyst business, 
the combination of new sales and deeper penetration of 
the markets we were already in, plus successful efforts 
at cost reduction, enabled us to increase our return on 
investment. 


What's the domestic outlook for 1971? 


Mr. Graf: The Industrial Chemicals Group has very am- 
bitious plans for 1971. We're looking for a sales gain of 
approximately 10% for the year. Last year, we had a 
number of startups, such as a new battery separator 
plant and expansions in catalyst and container sealing 
compound facilities, that will begin to pay off for us in 
1971, even if it turns out to be a lean year—as it most 
likely will be. 


How are you doing in Europe? 


Mr. Graf: We had a good year in 1970, particularly in 
the first half. Our sales were well ahead of 1969. We 
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expect a relatively weak first half in 1971—a slowdown 
from the 15% to 20% annual rate of sales increase that 
we've had in Europe in the past few years. 


What share of your sales comes from abroad? 


Mr. Graf: For the past two or three years, about half our 
sales have been domestic and the other half have come 
from outside the United States and Canada. Of foreign 
sales, about 75% come from Europe and the rest from 
the Pacific area and Latin America. We are very fortu- 
nate to have this balance. The law of averages works for 
us, When business is poor in one area, it may be very 
good in another. 


Please bring us up-to-date on automotive catalysts. 


Mr. Graf: Well, we have been doing quite a lot of work 
on catalysts for automotive exhausts. We are working 
with the major automobile companies in the United 
States and also with European and Japanese auto 
makers. We aren't alone in the race, of course. Several 
other companies are submitting catalysts to the auto- 
motive industry. But we think we are right up there in the 
front, and we are making plans to put up a commercial- 
scale plant as soon as we know what the size of our 
market will be. We realize the auto companies won't 
want to go with a single supplier of catalysts, but we 
expect to be one of the two or three that will be selected. 
The total market for catalysts for American cars appears 
likely to be a minimum of $50 million by 1975. 


Just how does your catalyst work? 


Mr. Graf: Our catalyst goes into a cannister in the ex- 
haust of an automobile. When the hot exhaust hits the 
catalyst, a chemical reaction inside the cannister con- 
verts the hydrocarbons and the carbon monoxide into 
harmless emissions. It isn't a filtering operation; it 
breaks down the pollutant molecules into other mole- 
cules that don’t give you trouble. The catalyst should 
last 50,000 miles or more, which is the normal life of an 
automobile for the first owner. 


What are the prospects for selling automotive catalysts 
outside the United States? 


Mr. Graf: Very good. We have at least two things going 
for us; first, we have an outstanding product, and sec- 
ond, we have strong marketing positions in Europe, the 
Far East and Latin America. In Europe we are heavily 
committed to the automotive industry and sell a wide 
range of products to automobile companies. Last Sep- 
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Inside this twist-off bottle 
cap is a thin layer of Dewey, 
and Almy sealing com- 
pound, which has been 
cured to a resilient, cork- 
like texture. This flowed-in 
gasket, one of the many 
specialty container prod- 
ucts manufactured by 
Grace, is particularly effec- 
tive for easy-open beer 

and soft drink containers. 
Grace is one of the world’s 
leading producers of con- 
tainer sealing compounds. 


tember we had a series of interviews with all the major 
automobile companies in Europe to discuss the new 
catalysts. These manufacturers are very interested in 
having their cars meet American air pollution standards. 


How well positioned are you to participate in a con- 
struction upturn? 


Mr. Graf: We don't participate much in private housing. 
Our main involvement is with government projects like 
bridges and highways, and with industrial construction. 
In these areas we are quite ready and able to benefit 
from the upturn when it comes, Or, if the economy re- 
mains weak, construction is an area where the govern- 
ment will put in money to stimulate activity. Our products 
range from chemicals that keep concrete highways 
from cracking to Zonolite insulating materials. As a 
matter of fact, Mono-Kote, which fireproofs steel beams 
used in commercial buildings, has had exceptionally 
good sales growth in recent months. 


What is the status of your Letterflex printing plate? 


Mr. Graf: It was transferred from corporate research to 
our Polyfibron Division just a few months ago. We have 
an ambitious, five-year program planned for it and we 
feel very good about its prospects. It is already being 
used by a number of newspapers. Two of them are 
printing full editions using the Letterflex system and 
others are printing complete sections. 


How have Federal rulings on NTA affected your Hamp- 
shire operations? 


Mr. Graf: We were surprised by the government's an- 
nouncement of a potential health hazard of NTA since 
extensive research performed by us and by the deter- 
gent industry indicates that the product is safe under 
normal conditions of use. Further scientific work is 
under way to clarify this situation. We still believe that 
NTA is the only effective substitute now available for 
phosphates. However, since the detergent industry has 
stopped using NTA, our Hampshire chemical facility in 
New Hampshire has partially shut down. Sales of NTA 
continue, but only for industrial uses. Development 
work has been accelerated on new products which 
could be manufactured there. Since sales of NTA for 
household detergents were just beginning, this product 
had not been a profit contributor, and so the adverse 
change in the NTA picture has had a very minor effect 
on the profitability of Grace. But it has eliminated, at 
least for the present, a potential future source of income. 
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AGRICULTURAL CHEMICALS GROUP 


The Agricultural Chemicals 
Group produces and sells fertil- 
izers, pesticides, feeds and feed 
supplements, seeds and animal 
insemination programs. 


Any improvement in agricultural 
chemicals? 


Mr. Blackwood: Yes. The busi- 
ness has finally started to turn 
around. Our cost-cutting pro- 
grams and a slight improvement 
in fertilizer prices enabled us to 
increase profits in 1970. How- 
ever, sales were lower because 
we pared away some unprofitable operations. | antici- 
pate another modest increase in fertilizer prices in 1971. 


George W. Blackwood 
Group Executive 


What operations did you cut out? 


Mr. Blackwood: Mostly fringe items. For example, we 
sold one of our seed companies. It was mainly a com- 
modity trading business—large tonnages, small mar- 
gins and heavy demands on management time. We 
feel our management's attention can be used more 
effectively in the fertilizer business. We divested prac- 
tically all our Australian operations. We also improved 
profits by reducing inventories, and turning down some 
orders. For example, we refused orders for single super- 
phosphate because the price level wasn't reasonable. 


Now that the fertilizer business seems to be turning 
around, can you give some assessment of your future 
business prospects? 


Mr. Blackwood: Well, one positive thing | can say is that 
there is nothing in existence or in present research that 
will replace the three essential elements of plant nutri- 
tion—nitrogen, potash and phosphate. Therefore, this is 
not a business where you can be wiped out by a dra- 
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Walnut Grove's sow 
wafers provide a complete 
nutritional diet during 
gestation. Modern animal 
nutrition and insemination 
programs are important 
parts of Grace’s agri- 


cultural chemical business. 


matic breakthrough overnight. This business is a good 
generator of cash, because of the high fixed capital in- 
vestment. It's never going to be the next generation 
nylon, but I'm glad of that, because it is a business 
where you can make improvements based on manage- 
ment techniques and the capabilities of people, rather 
than on a sudden breakthrough in technology. And | 
think we've got our team in pretty good shape. We've 
gone through all the weeding and drudgery that | think 
we needed, and we're well positioned to participate in 
the growth markets of future years. 


How is your Trinidad ammonia facility working out? 


Mr. Blackwood: Fine. It is a low-cost producer and is 
operating at capacity. With our special tankers we are 
able to sell to countries all around the Atlantic Basin. 


How is the feed business doing? 


Mr. Blackwood: It continues to be attractive, principally 
because of our marketing capabilities in the Corn Belt, 
and because of our expertise in nutrition in the South- 
west and the High Plains area. We opened a new feed 
mill at the end of last year in Duncan, Nebraska. We also 
are making encouraging gains in the swine-feeding 
business in the Corn Belt. 


Did the animal insemination business do well in 1970? 


Mr. Blackwood: |t was excellent. We are probably the 
biggest factor in animal insemination in the world. And 
we still have plenty of room to grow both domestically 
and overseas. Much of the improvement in this busi- 
ness in 1970 was due to the big increase in the number 
of ampules sold for the breeding of beef cattle. We 
maintained our market position in the program for dairy 
cattle, even increased it slightly. And we had good suc- 
cess with the so-called “exotic breeds.” 


What do you mean by “exotic breeds"? 


Mr. Blackwood: These are European breeds—the Sim- 
mental is Swiss, the Charolais is French and so is the 
Maine-Anjou from Brittany. It took four years to select 
these bulls, get them through quarantine in England 
and Canada, and import the semen into the United 
States. Last year we were able to go out and sell our 
exotic breeds programs. Using our computerized mat- 
ing system, we mate these breeds with domestic ani- 
mals and produce animals that gain more weight per 
pound of feed and have a higher ratio of red meat to 
bone and fat. 
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CONVERTED PLASTICS GROUP 


The Converted Plastics Group 
is a pioneer and leader in flex- 
ible packaging. Its Cryovac 
Division provides complete 
packaging systems, including 
films, bags, pouches, machinery 
and services for the packaging 
of meat, poultry and cheese by 
supermarkets and also for such 
consumer merchandise as toys, 
records, books, textiles and 
novelties. The Formpac Division 
makes clear plastic and foamed 
Manning C. Morrill plastic trays and reusable con- 
te a acane tainers. The Kennesaw Plastic 
Division produces foam egg cartons. The PDC Systems 
Division designs and supplies flexible packaging ma- 
terials and merchandising systems primarily for the 
apparel industry. 


How did your group do in 1970? 


Mr. Morrill: We were well ahead in sales but had some- 
what lower profits. 


What held you back? 


Mr. Morrill: The main reason had to do with the explo- 
sive growth of our Formpac Division. This brought with 
it operating problems that plagued us throughout the 
year, particularly in keeping production costs down. 
We had to give a large part of our attention to this and 
postpone some developmental projects. 


Is there increasing acceptance of your blow-molded 
polyethylene cases? 


Mr. Morrill: Yes, we have just opened up a market in the 
typewriter field. Two of the country’s largest makers will 
begin marketing their portable typewriters in our Air- 
mold cases in 1971. Monopoly® sets and other kinds of 
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A narrow strip of Cryovac 
flexible packaging film 

is tested to determine ten- 
sile strength. All Cryovac 
packaging materials and 
systems are rigorously 
tested to ensure highest 
product performance. 
Grace is an innovator and 
leader in the systems 
approach to flexible 
packaging. 


games are coming out in our cases now. And more and 
more manufacturers are packaging power tools in Air- 
mold containers. 


How are sales of plastic food-vending trays going? 


Mr. Morrill: This was probably the biggest disappoint- 
ment of the year because we had hopes of getting them 
into automatic vending machines in a big way. The 
people actually putting food into containers balked at 
our system—mostly because it was different. Once they 
get the hang of it, they like it, and it makes the food look 
great. We should do much better in 1971. 


What is the Kennesaw Plastic Division? 


Mr. Morrill: Early this year we took over the polystyrene 
foam egg carton business of Kennesaw Plastic Com- 
pany of Atlanta. Kennesaw is one of the pioneers in the 
development of foam egg cartons and uses unique 
labeling techniques to enhance the retail merchandising 
of eggs. 


Where do you put your marketing emphasis? 


Mr. Morrill: On solving each customer's problems with 
Our products, our equipment and our service. When 
we go in to sell a Cryovac packaging application, we 
aren't obliged to sell polyethylene or polypropylene or 
irradiated polyethylene or PVC. We can show the cus- 
tomer that the best solution to his problem is Film X, 
and then, because the next man’s problems are differ- 
ent, we can show him that he needs Film Y. Happily, 
we have the broadest range of generic plastic packag- 
ing films in the industry, from which we can derive hun- 
dreds of formulations to suit customer needs. 


What is PDC Systems; how is it doing? 


Mr, Morrill: This is a small outfit we acquired in 1969. 
It specializes in soft goods merchandising systems, 
which include everything from unique flexible packag- 
ing for advertising and display purposes to specially 
designed bags for shirts and other apparel. PDC moved 
to a new plant late last year and we believe it has sound 
programs, Obviously, its business would be helped by 
an upturn in the apparel business. 


What is the outlook for Converted Plastics for 1971? 


Mr. Morrill: We should be somewhat ahead in sales and 
well ahead in profits. | think we’ve solved most of our 
Operational problems, and most of our products are not 
directly affected by swings in the economy. 
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HATCO GROUP 


The Hatco Group, pursuing an 
active expansion program, 
first extended its original line of 
intermediate and specialty 
chemicals into converted plas- 
tics. The product lines in these 
categories include plasticizers, 
lubricants and polyester resins, 
vinyl film and sheet, and office 
supplies. The second phase of 
the program took Hatco closer 
to the consumer into styled mer- 
chandise, such as upholstery 
fabrics and mattress ticking, Alex Kaufman 

‘ Group Executive 
ladies apparel and footwear, 
and recently into retailing of shoes and sporting goods. 


Please tell us about Hatco’s growth. 


Mr. Kaufman: \n 1963, before we started our expansion 
program, Hatco’s sales volume was $14.8 million, In 
1970, it was $246 million, which means sales have in- 
creased at an average annual rate of 50% over a seven- 
year period. 


Did profits increase in 1970? 


Mr. Kaufman: No. Although profits have grown dramati- 
cally since we began the expansion program, they were 
substantially lower in 1970 than in 1969. 


Why? 


Mr. Kaufman: As you know, Hatco products find impor- 
tant uses in the automotive and construction industries 
and in the manufacture of pleasure boats and home 
furnishings. In 1970, these industries suffered from the 
sluggishness of the economy as well as labor unrest. 
Confusion as to styles in women’s fashion adversely 
affected results of our apparel businesses. Also, some 
part of the decline in earnings resulted from internal 
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Colorful, swirling crewel 
embroiders the side of this 
boot to give it today’s 
fashion look. The Hatco 
Group has increased 

its commitment to the styl- 
ing and merchandising 

of such consumer-oriented 
products as fashion ap- 
parel, ladies’ footwear and 
specialty textiles, 


problems. Delays in bringing equipment up to standard 
rates of production and levels of quality affected results 
of the vinyl business. The broad variety of styles within 
the John Meyer Division during a year of uncertainty in 
consumer tastes raised manufacturing costs and also 
resulted in substantial inventory write-downs. 


What important acquisitions did Hatco make last year? 


Mr. Kaufman: Early in 1970, we acquired Bekaert Mat- 
tress Ticking N.V., of Belgium, and its figures were 
actually included in last year's annual report. Bekaert is 
a leading damask manufacturer with plants in England, 
Australia and Ireland, as well as three in Belgium. It sells 
to mattress manufacturers worldwide and to the up- 
holstery industry. Lawrence Maid, of Massachusetts, a 
producer of women's shoes largely for major retail 
chains, became part of our group in November. We also 
acquired Herman's World of Sporting Goods, which re- 
tails a complete line of quality sporting goods, and has 
operated stores in New York City for more than 50 years. 


Why did you enter the sporting goods business? 


Mr. Kaufman: It fits in well with the Company's basic 
objective of moving closer to the consumer and gives 
us an excellent position in the leisure-time field. From 
its start in New York City, Herman's has already found 
that its formula of offering all types of sporting goods at 
reasonable prices has appeal in the suburbs as well. 
Further stores are contemplated in major urban areas. 


Are there any advantages in being so diversified in your 
consumer-oriented operations? 


Mr. Kaufman: Yes, | think so. All these businesses call 
for particular management skills. Product design and 
styling are very important as is the ability to put together 
a merchandising package that will make us valued sup- 
pliers to customers whether they are manufacturers or 
retailers. We believe that diversification creates a 
broader reservoir of these skills within the Company. 


What is the outlook for 1971? 


Mr, Kaufman: The major problem areas in 1970 were in 
vinyl converting and women's apparel. | believe that the 
specific production problems which affected profits 
from vinyls are on the way to solution. Also, prog- 
ress has been made in adjusting apparel operations to 
the present industry situation. Assuming the economy 
moves forward, these factors should result in improve- 
ment in profitability. 
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SPECIALTY PRODUCTS GROUP 


The Specialty Products Group, 
which is expected to become 
Chemed Corporation, a sub- 
sidiary of W. R. Grace & Co., 
manufactures and markets spe- 
cialized cleaning compounds, 
water treatment chemicals and 
services, and disposable medi- 
cal supplies. It also furnishes 
medical laboratory diagnostic 
services and sells consumer gift 
items by direct mail. 


Edward L. Hutton What is the reason for the pro- 
Group Executive posed public offering of shares 
in Chemed Corporation? 


Mr, Hutton: To gain certain advantages which manage- 
ment believes accrue to a company with an established 
public market for its stock. These advantages include 
recognition of its assets and earnings by the financial 
community and closer identification by Chemed's em- 
ployees and customers. Chemed stock also may be 
available for use in acquisitions of other businesses. 
Being publicly held will help to spotlight some attractive 
divisions. For example, our Dearborn Chemical Division 
is one of the four major, national organizations special- 
izing in water treatment and pollution-control products 
and services, but until now it has been obscured by the 
size of W. R. Grace & Co. We anticipate that estab- 
lishment of Chemed will make such operations more 
visible, and also enable us to tie the compensation and 
the motivation of key people in our group directly to 
their performance, rather than to the results of the 
parent company. 


Would you please give us a rundown on your various 
divisions and the multitude of products they make? 


Mr. Hutton: We manufacture and distribute a broad line 
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Stretch-Eze disposable 
plastic examination gloves 
are just one product 
among hundreds in the 
Veratex line of medical 
and dental disposable sup- 
Plies distributed to doc- 
tors and dentists by mail 
order. Other units of the 
Specialty Products Group 
also serve the health 

care field and supply water 
treatment chemicals and 
cleaning products to indus- 
try and institutions. 


of industrial and institutional cleaning compounds and 
floor care products for manufacturing plants, food and 
beverage processing plants, the transportation indus- 
try, and hospitals and other institutions. One of these 
lines, for example, includes maintenance compounds 
used in cleaning exteriors and power plants of autos, 
trucks, ships and railroad equipment. Our DuBois 
Chemicals Division also markets dishwashing deter- 
gents, bleaches, stain removers, rinse additives, oven 
cleaners, tarnish removers and other kitchen cleaning 
products for hotels, restaurants, hospitals, schools and 
other institutional customers. Our Dearborn Chemical 
Division produces specialized water treatment chemi- 
cals, such as scale removers and corrosion inhibitors 
for boilers and air conditioning systems, and sewage 
treatment chemicals for municipal and industrial waste 
treatment systems. Elson T. Killam Associates offers 
consulting engineering services on waste treatment and 
water supply systems. The Vestal Laboratories Division 
makes germicides, detergents and skin cleansers for 
use in hospitals, convalescent homes and other health 
care institutions. We operate automated medical labo- 
ratories in California, Ohio and Arizona which provide 
more than 350 different diagnostic tests for physicians, 
hospitals, and other laboratories, Our direct mail group 
of businesses includes The Veratex Corporation, which 
distributes disposable medical and dental products 
such as aprons, towels, patient gowns, pillowcases and 
sheets, slippers, syringes and needles; Packard Shirt 
Corporation, which manufactures moderately priced, 
made-to-measure men’s shirts; and Figi's Inc., which 
specializes in cheese, specialty foods and houseware 
gift items. Figi's also provides computerized mailing 
services for independent mail order houses, as well as 
for our own units. 


What distinguishes the Specialty Products Group from 
the other operating groups of W. R. Grace & Co.? 


Mr. Hutton: Most of the growth of other groups comes 
as a direct result of investing capital. Our businesses, 
on the other hand, are people-oriented and have lower 
capital requirements. We are not labor-intensive, we 
are not asset-intensive, and we are not too cyclical in 
nature. In our businesses, it is people who are impor- 
tant. In the United States alone we have more than 
1,200 salesmen calling on upwards of 100,000 regular 
industrial and institutional customers. And we have top 
flight key executives, many of whom were running their 
own businesses before they sold them to Grace. 
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How did your group do in 1970? 


Mr. Hutton: Considering the state of the economy in 
general, | think we did quite well. The increases in sales 
and earnings that we recorded during the first and sec- 
ond quarters of 1970 were substantial. This happened 
despite the trucking industry strike, which called upon 
all the resourcefulness and imaginative thinking that 
our distribution people could muster. However, the real 
industrial downturn, which started to make itself felt dur- 
ing the third quarter and which was very much in the 
news during the fourth quarter, did have an adverse 
effect on the results which we had already achieved. All 
in all, we wound up the year showing an earnings in- 
crease of about 10%. As | said before, the operations 
in our group do not, in general, experience the peaks 
and valleys that are common to many industries, For 
instance, hospitals and schools continue to run during 
good times or bad; industrial plants often engage in 
clean-up programs when their production activity is 
down; boilers and air conditioners require continual 
treatment of the water in their lines; waste systems con- 
tinue to run; and medical and dental care continue with 
little change. | am not saying that our units are com- 
pletely recession-proof, because they're not. They are, 
however, more resistant to fluctuations in the economy 
than a good many other businesses where the deci- 
sions whether or not to purchase their products or ser- 
vices are highly discretionary. 


What is the outlook for 1971? 


Mr. Hutton: Although | don't think 1971 is going to be a 
major boom year for the economy, | do anticipate that 
we will see a slow but favorable upward trend during the 
second half. Within our own group we have established 
certain growth-rate objectives and goals for the current 
year, and right now we are doing everything we can 
think of to attain them. 


Looking beyond 1971, where is your growth going to 
come from? 


Mr. Hutton: First of all, we want growth from within. Be- 
yond that, we are constantly reviewing our priorities. 
We are orienting our group toward the noncyclical, 
rapid-growth areas—waste water treatment and water 
chemistry, specialty chemicals, medical laboratories, 
and new kinds of mail order opportunities. Also, with 
the growing interest in ecology, we are working on sev- 
eral promising new detergent products. 
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CONSUMER PRODUCTS GROUP 


The Consumer Products Group 
is responsible for the operation 
and development of consumer 
packaged products and service 
businesses in the United States 
and Europe. Divisions and sub- 
sidiaries produce snack foods 
here and abroad; make ice 
cream in several European 
countries; bottle soft drinks in 
Holland; produce a range of 
grocery and confectionery prod- 
ucts in the United States, Europe 
Thomas E. Hanigan, Jr. and the Far East; have restau- 
Grom Ensues rant operations in Europe and in 
the United States; and conduct service businesses in 
this country. 


How did the Consumer Products Group perform in 
1970? 


Mr. Hanigan: Our group had somewhat higher earnings 
in 1970, while the present business, excluding Miller 
Brewing which we sold in June, 1969, was substantially 
ahead 


Were there any units with particularly good results? 


Mr. Hanigan: The Nalley's Fine Foods Division, which 
markets its specialty food products on the West Coast 
of the United States and Canada, had a substantial im- 
provement in earnings in spite of depressed economic 
conditions in much of the area it serves. Morton Foods, 
a maker of grocery products and a former division of 
General Mills, operates as part of Nalley's and serves 
the fast-growing Southwest. 


What about your other food activities in the United 
States? 


Mr. Hanigan: Our Chocolate and Confectionery Divi- 
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The growing food and 

food service operations of 
Grace's Consumer Prod- 
ucts Group now include 
snack and frozen foods, ice 
cream and soft drinks 

and chocolate products, as 
well as restaurants in 
Europe and the United 
States. 
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The head of an owl, skill- 
fully done by Steiff for 

the F, A. O. Schwarz collec- 
tion of hand puppets, 
appears dramatically alive. 
Schwarz, the specialty 

toy retailer, has 16 branch 
stores throughout the 
United States. 


sion, which produces both intermediate chocolate prod- 
ucts and a full line of children’s chewing gum and 
candies, showed satisfactory operating earnings. Our 
Frozen Foods Division showed somewhat lower earn- 
ings than in 1969, primarily because of the poor results 
of the Alaskan seafood operation. During the course 
of the year, Fredonia Foods, which produces frozen 
pizzas, was added to the division. 


How did your European operations do? 


Mr. Hanigan: Results were mixed. A cold, rainy summer 
adversely affected the ice cream and soft drink busi- 
ness in Ireland, Denmark and Holland. Heavy product 
development costs were incurred by operations in Bel- 
gium and Ireland. On the other hand, several of our food 
companies in England, France and Italy had improved 
results. In February, 1971, we acquired a majority inter- 
est in a leading Italian producer of food products. This 
materially strengthens our consumer products position 
in Europe. 


What progress was made in 1970 in your restaurant and 
feeding operations? 


Mr. Hanigan: Our Jacques Borel International restaurant 
operations in France had an excellent year. The feeding 
operation expanded dramatically both geographically 
and in the types of institution served. By year-end, Borel 
was serving 90,000 meals per day in that branch of its 
activities. New expressway restaurants were opened in 
France, and Borel obtained approval to operate restau- 
rants along the new expressway in Spain that runs from 
the French frontier to Barcelona and south to Tarragona. 
In the United States during 1970, Far West Services, 
Inc., a leading restaurant company based in California, 
joined our group. 


Please tell us about Far West. 


Mr. Hanigan: Far West operates in California, Arizona, 
Missouri and Hawaii. It has more than 50 restaurants, 
including California-type coffee shops, steak restau- 
rants, and three floating restaurants built in the style of 
Mississippi riverboats. We are opening restaurants in 
Atlanta and other cities in the East this year. In total, we 
are adding about 15 new restaurants a year. These res- 
taurants provide excellent food and service at moderate 
prices and have very attractive decor. Far West has had 
an excellent record of growth, and we anticipate this 
will continue and be helped by the expansion on the 
East Coast. 
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How large is your entire restaurant business? 


Mr. Hanigan: Altogether, Far West's restaurants in the 


United States, plus Borel’s restaurant and food service 
operations in Europe, served an estimated 60 million 
customers during 1970. 


What other significant events occurred in 1970? 


Mr. Hanigan: Baker & Taylor had a particularly good 
year. This division, a leading supplier of books to 
libraries, benefited from the increasing demands of 
public and school and university libraries. In January, 
1971, construction was started on a major new ware- 
house in Texas to serve the greater Southwest. Baker & 
Taylor will be the nucleus of our new Education Services 
Division, which we expect will expand and broaden to 
help meet the country’s growing cultural and educa- 
tional requirements. In the field of toy distribution, 
F. A. O. Schwarz experienced a slowdown in sales in 
November and early December. Sales picked up just 
prior to Christmas, but not sufficiently to bring earnings 
up to the previous year's level. On the other hand, 
Lachman-Rose Inc. in San Antonio, Texas, a toy whole- 
saler which is now part of our group, showed improve- 
ment over 1969. 


What is the outlook for 1971? 


Mr. Hanigan: \t should be a better year. The primary 
uncertainty in the United States is the economy, which 
might continue to be sluggish. We look for improvement 
in Europe, although price controls which are being im- 
posed by some countries could put pressure on our 
margins. 


What are your long-term objectives? 


Mr. Hanigan: Our main objectives are to continue to im- 
prove our return on investment, then to keep bringing 
W. R. Grace & Co. closer to the consumer and foster 
the Company's development in the area of consumer 
products and services. For example, a logical next step 
for us in Europe is to go into the motor hotel business. 
During 1971, we expect to start construction of our first 
motor hotel in connection with Jacques Borel express- 
way restaurants. We have developed an organization 
which we believe is capable of relating to consumer 
needs both in services and in packaged products. With 
this organization the way is now open to move in several 
directions. We plan to move into those areas where our 
knowledge can be profitably employed. 
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NATURAL RESOURCES GROUP 


The Natural Resources Group 
was formed in July, 1970 to su- 
pervise the Company's interna- 
tional petroleum operations, its 
ore and mining activities, in- 
vestments in Peru, Bolivia and 
Colombia, and its remaining 
shipping interests. 


What are the major components 
of your group, and where are 
these operations located? 


Mr. Logan: |n Libya, the United 
States and Canada we have oil 
and gas producing properties 
or development programs under way. We have mining 
exploration projects in the United States, Canada and 
Australia and operating mines in Bolivia and Peru. In 
Peru and Colombia, we manufacture pulp and paper. 
Except for certain food and chemical operations, we 
have pretty well divested our other Latin American 
businesses. 


Harold R. Logan 
Group Executive 


Did the group lose money in Latin America in 1970? 


Mr. Logan: No. We operated profitably in 1970, largely 
because of the good results of the Ore & Mining 
Division. 

What other areas are you getting into? 


Mr. Logan: We are looking for joint ventures or grass 
roots operations in mining, petroleum and natural gas. 
We're also looking for acquisitions in the secondary 
metals field—the recycling business. This is the pro- 
cessing of metals obtained from scrap for reuse as pri- 
mary metals. We are marketing our proprietary knowl- 
edge of making paper from sugarcane waste and 
seeking equity positions in pulping plants in sugar- 
producing countries. 
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Why are you exploring for oil and gas? 


Mr. Logan: There is a tremendous shortage of oil in the 
world, particularly in politically stable countries. Our 
exploration activities are centered in the United States 
and Canada, and if we discover oil, it could be very 
profitable. We are currently participating in joint ven- 
tures and looking at others, We are also investigating 
the possibility of developing our own oil and gas ex- 
ploration capabilities. 


What qualifies Grace for the mining business? 


Mr. Logan: Actually we've been in mining since 1916. 
Until about three years ago we had confined our activi- 
ties to Bolivia and Peru. Then we started actively explor- 
ing in other areas, primarily Australia, Canada and the 
United States. 


Why the interest in secondary metals? 


Mr. Logan: Because primary metals are becoming more 
scarce. Contrary to the general impression of secon- 
dary recovery, it could turn out to be quite an exciting 
industry because of the growing concern about our 
environment and the conservation of natural resources. 


Please outline your participation in the paper industry. 


Mr. Logan: During the 1930's in Latin America, we de- 
veloped technology for making paper out of bagasse, 
the waste fiber of sugarcane. We have built very suc- 
cessful papermaking operations based on our Peadco 
process. Now we think there is a bright future for mar- 
keting our special knowledge in sugar-producing coun- 
tries around the world. There is a great shortage of 
wood pulp, the basic material for paper, and worldwide 
demand for paper is growing. Per capita paper con- 
sumption in the United States alone is up to something 
like 550 pounds a year now against 435 pounds in 1960. 
We proved our ability to sell our know-how in making 
paper from bagasse last year, and we now are consid- 
ering projects in Mexico, Brazil, Taiwan, Iran, Thailand, 
Australia and other countries. 


What are Grace's steamship interests today? 


Mr, Logan: As you know, we sold Grace Line Inc., our 
wholly owned subsidiary, in December, 1969. This com- 
pany had been for many years our prime interest in the 
steamship industry. We still have a 50% interest in Gulf 
and South American Steamship Co., which operates 
freighters between the Gulf Coast and Latin America. 
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This is crystalline cassiter- 
ite, the chief source of 

tin. Grace’s Natural Re- 
sources Group has mining 
and petroleum operations 
and exploration projects in 
many parts of the world. 


NEW ENTERPRISES GROUP 


The New Enterprises Group was 
established in 1969 to introduce 
Grace to new fields of endeavor 
outside the scope of existing 
operations. The group's initial 
activities are in the leisure-time 
field, and it is responsible for the 
supervision of the Company's 
investments in computer time- 
sharing, computer software and 
management sciences. 


What were the results of your 
first full year of operation? 


D. A. Coape-Arnold 
Group Executive 


Mr. Coape-Arnold: We success- 
fully launched Recreatives Inc., a grass-roots subsidiary 
in the outdoor recreational equipment business. It is 
producing all-terrain vehicles and selling them through 
450 dealers in the United States. Although Recreatives 
has been in production only since April, 1970, sales 
volume reached nearly $2 million. 


What other areas are you getting into? 


Mr, Coape-Arnold: In December, 1970, we acquired the 
Fan Coach Co. of LaGrange, Indiana. This puts us into 
the travel trailer and motor home business. 


Tell us about your information technology investments. 


Mr. Coape-Arnold: We have an interest in three com- 
panies. Multicomp Inc. is in the computer time-sharing 
business and has developed a conversational type of 
tax return preparation program now being used by a 
number of accountants and banks in the Boston and 
New York areas. Applied Decision Systems, Inc. is one 
of the leading management sciences education com- 
panies, Then there is Applicon, Inc., which is doing 
interesting things with computerization of the design of 
complex electrical circuits. 
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FINANCIAL REVIEW 


Sales. Sales and operating revenues in 1970 amounted 
to $1,917,559,000, compared with $2,018,016,000 in the 


previous year. Amounts have been restated to include 
the results of companies acquired in poolings of inter- 
ests transactions, The Company's interest in Miller 
Brewing Company was sold in June, 1969, and the Com- 
pany’s wholly owned subsidiary Grace Line Inc. was 
sold in December, 1969. During 1969, Miller and Grace 
Line contributed $147,500,000 in sales. 


Income. Income before extraordinary items amounted 
to $51,282,000 in 1970, compared with $41,271,000 in 
1969. This amounted to $1.96 vs. $1.57 in the previous 
year, per common and common equivalent share, an 
increase of 25%. 


Extraordinary Items. Extraordinary items net of related in- 
come taxes in 1970 reduced net income by $21,039,000. 
In 1969, extraordinary items increased net income by 
$15,900,000, primarily because of the sale of the Com- 
pany’s interest in Miller Brewing Company. Extraordi- 
nary items are fully described in Note 5 of the Notes to 
Financial Statements. 


Cash Dividends. During 1970, quarterly dividends on 
the common stock were paid at the annual rate of $1.50 
per share. Total cash dividends on common stock in 
1970, including those paid by pooled companies prior 
_ to combination with the Company, amounted to 
$32,735,000, compared with $31,560,000 in 1969. 


Long Term Debt. Consolidated long term debt was de- 
creased in 1970 by $29,949,000, principally as a result 
of repayments. On January 22, 1971, the Company 
signed a seven-year term loan agreement with a group 
of its principal banks. This agreement permits total bor- 
rowings of $75 million with interest at the prime rate for 
the first two years. 


International Operations. \n 1970, income from opera- 
tions amounted to $66,100,000 (see page 45), of which 
$25,600,000, or 39%, was contributed by operations out- 
side the United States and Canada. In the previous year, 
income from operations amounted to $57,300,000, of 
which international operations contributed $22,100,000, 
also 39%. Of these international operations, Western 
Europe contributed $12,700,000, or 19%, of total income 
from operations in 1970 and $11,000,000 in 1969, also 
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FINANCIAL DATA BY GROUP - 


Net Fixed Assets 

(in millions of dollars—restated for poolings of interests) 1970 1969 
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Sales and Revenues Income from Operations* 


| 1970 1969 1968 1967 1966 1970 1969 1968 1967 1966 
EEE 
$ 393 $ 354 $ 307 $ 288 $ 274 $22.6 $19.4 $19.0 $17.8 $19.1 

20% 18% 16% 16% 17% 34% 34% 23% 24% 23% 

311 334 342 355 313 7.2 7 9.1 15.2 16.2 

16% 17% 17% 19% 20% 11% 1% 11% 20% 20% 

91 81 69 61 52 49 5.1 3.3 3.0 2.7 

5% 4% 3% 3% 3% 7% 9% 4% 4% 3% 
ed 
468 480 512 461 333 7.9 9.1 12.9 12.2 8.6 

24% 23% 26% 25% 21% 12% 16% 16% 16% 11% 

113 90 87 79 62 3.5 2.2 3.4 3.5 2.6 

6% 4% 4% 4% 4% 5% 4% 4% 5% 3% 

79 89 85 69 63 (.9) 1.8 3.5 3.3 3.0 

4% 4% 4% 4% 4% (1%) 3% 4% 4% 4% 

] 167 151 123 79 68 5.9 8.5 8.2 5.6 45 
9% 7% 6% 4% 4% 9% 14% 10% 8% 5% 


8.1 6.5 6.9 


4% 4% 3% 3% 3% 12% 11% 8% 6% 5% 
96 256 298 302 284 (.9) (3.0) 7.6 28 14.6 
5% 13% 15% 16% 18% (1%) (5%) 9% 4% 18% 


13 11 31 28 22 (.2) (.2) 24 1.0 1.2 

1% 1% 2% 2% 2% —% —% 3% 1% 1% 
$1,918 $2,018 $1,998 $1,849 $1,587 $66.1 $57.3 $83.0 $75.1 $82.0 
100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 


*On an after-tax basis before extraordinary items and allocation of general corporate overhead and general 
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19%. International sales and operating revenues in 
1970 and 1969 contributed $633,000,000, or 33%, and 
$717,000,000, or 36%, respectively, to consolidated 
sales and operating revenues. The decline of $84,000,000 
in 1970 is principally attributable to the divestment and 
deconsolidation of certain Latin American operations. 


Employment Costs. Total employment costs in 1970 
were $433,014,000, compared with $479,578,000 the 
previous year. These costs include salaries, wages, 
other forms of compensation, employee benefit and 
pension plan expenses and social security contributions. 


Cash Flow. Cash flow, consisting of income before 
extraordinary items, depreciation and depletion, and 
deferred income taxes, amounted to $111,213,000 in 
1970, compared with $107,116,000 in 1969. Principally 
as a result of the sale of Grace Line and Miller Brewing 
Company and the Peruvian deconsolidation, deprecia- 
tion and depletion was $57,837,000 in 1970, compared 
with $66,303,000 a year earlier. 


Earnings of 50% Owned Companies. Dividends re- 
ceived in 1970 from Productora de Papeles S.A. and 
Ly-Gra Corporation were $397,000 less than the Com- 
pany's equity in the earnings of these companies for 
the year (see Note 1 of Notes to Financial Statements). 
As of December 31, 1970, the Company's net equity in 
these investments exceeded its cost by $12,628,000. 


Capital Expenditures. The following table compares 
capital expenditures including those of pooled com- 
panies for 1970 and 1969. Net properties and equip- 
ment of other companies acquired are included in the 
year of acquisition. 
1970 1969 
(In Thousands) 

Chemical Group 


Industrial Chemicals $ 29,745 $ 22,121 
Agricultural Chemicals 6,963 23,392 
Converted Plastics 9,384 8,944 
Consumer Products Group 41,333 32,870 
Hatco Group 10,778 27,459 
Specialty Products Group 3,492 3,785 
Natural Resources Group 7,516 16,161 
Other Activities 1,238 1,554 


Total $110,449 $136,286 
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W. R. GRACE & CO. AND SUBSIDIARY COMPANIES 


Consolidated Statement of Income and Retained Earnings 


1969* 


(In Thousands) 


1970 
REVENUES 
Sales and operating revenues ............-.0+-e00eee $1,917,559 
Dividends and interest 16,113 
Net gain on retirement of debt and disposition of 
properties and investments ...........-.++ee serene 4,627 
1,938,299 
COSTS AND EXPENSES 
Cost of goods sold and operating expenses ...........+ 1,379,060 
Selling, general and administrative expenses ........... 352,924 
Depreciation and depletion—See page 54 ............. 57,837 
Research and development expenses ...........+e000e 20,772 
MROTESEGMPONSO «clei ia ed cteiain sisi wielbinidia sn bin eee ein eatine 41,929 
U.S. and foreign taxes on income—Note 2 .. 30,656 
Income applicable to minority stockholders ...........- 3,839 
1,887,017 
Income before extraordinary items .............00005- 51,282 
Extraordinary items, net of related income taxes 
of $8,825,000 (1969—$28,379,000)—Note 5.........- (21,039) 
PIGURIOOING a eis.sitiy'oa sinsience'sisinina\naemcnele & hac sulaiew 30,243 
Retained earnings at beginning of year—Note1......... 440,431 
Dividends paid: 
W. R. Grace & Co. 
Preferred 2.12.6 .00ceees 848 
Common ($1.50 per share) ... 32,214 
Pooled companies—prior to combination with 
the Company (1970 includes $2,797,000 in kind) .. . . 3,318 
Retained earnings at end of year—Note 7 ...........4.. $ 434,294 
PER SHARE OF COMMON STOCK—Note 6: 
Earnings per common and common equivalent share: 
Income before extraordinary items .............4+ $1.96 
EXCrAOFOIDGNY TOTS oan 6s ass 'ia nn cje.d pele nase, oa a 54 _(.84) 
NGEINGOMO: eins scenic cae nevienes oeeenssanuats $1.12 
Earnings per common share assumin@f full dilution: ra 
Income before extraordinary items ............... $1.90 
EXtAOKinaryilleine ac ccccocs bale etwaa esas teases. _(.75) 
INGE INCOME: Sinus nies a 45> vi cic oni sice iss saan a seen $1.15 


| 


*Restated—See Note 1. 
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$2,018,016 
17,267 


3,514 
2,038,797 


1,460,941 
364,671 
66,303 
20,511 
46,664 
32,718 
§,718 
1,997,526 
41,271 


15,900 
57,171 


415,674 
854 
29,948 


1,612 
$ 440,431 


W. R. GRACE & CO. AND SUBSIDIARY COMPANIES 


Consolidated Balance Sheet 


ASSETS 
CURRENT ASSETS 


Cash, including time deposits of $38,550,000 
(1969—-$39,938,000) 


U.S. Government and other marketable securities, 
at cost (approximate market value) 


Notes and accounts receivable, less allowances of 
$9,750,000 (1969—$13,687,000) ...........eeeeveee 


Inventories—See page 54 
Prepaid expenses 


TOTAL CURRENT ASSETS 


OTHER ASSETS—Note 1 
Investment in Marine Midland Banks, Inc. ............+ 
Investment in Occidental Petroleum Corporation 


Investments in and advances to unconsolidated Peruvian 
subsidiary companies ........... SSE Aas S bees 


Investments in and advances to 50% owned companies, 


Miscellaneous investments, at cost or less, 
GN ONNEL GSBEIS 6 oon scesicccessaveces nee eri era 


Goodwill, less amortization of $7,379,000 
(1969—$6,196,000) 


TOTAL OTHER ASSETS 


PROPERTIES AND EQUIPMENT, at cost less accumulated 
depreciation and depletion of $418,998,000 
(1969—$451 ,628,000)—See page 54 


*Restated—See Note 1. 


December 31, 


1970 


1969* 


(In Thousands) 


$ 68,162 


11,848 


321,730 
343,994 
20,876 


766,610 


9,860 


76,889 


46,509 


224,427 


584,131 


$1,575,168 


$ 90,007 


13,616 


337,944 
384,048 
18,982 


844,597 


8,657 


72,080 


42,422 


153,674 


657,371 


$1,655,642 


December 31, 


1970 


1969* 


(In Thousands) 


LIABILITIES 

CURRENT LIABILITIES 

LOANG DOVEDIG ss scsccis sca vieieeaie =e Seether Tala Na ae Rigo $ 171,835 

Accounts and acceptances payable 199,578 

U.S. and foreign taxes on income—Note 2 25,135 

Other current liabilities 34,674 
TOTAL CURRENT LIABILITIES 431,222 

DEFERRED TAXES ON INCOME—Note 2.........0005 cone 27,591 


FOREIGN SOCIAL LAW OBLIGATIONS AND OTHER 
NONCURRENT LIABILITIES 14,233 


DEFERRED INCOME 3,619 
LONG TERM DEBT—See page 53 405,649 


RESERVE FOR LOSS ON DIVESTMENTS AND 
ABANDONMENTS-— Note 5 7,700 


EQUITY OF MINORITY STOCKHOLDERS IN 
CONSOLIDATED SUBSIDIARIES 15,902 


905,916 
STOCKHOLDERS’ EQUITY 
CAPITAL STOCK— Notes 3 and 4 
Preferred stock 11,153 
Common stock issued and outstanding .........--- ae 23,060 
PAID IN CAPITAL, per accompanying statement 200,745 


RETAINED EARNINGS, per accompanying statement— 
434,294 


669,252 


$1,575,168 


*Restated—See Note 1. 


125,355 
214,654 
49,446 
40,398 
429,853 


30,920 


23,137 
4,910 
435,598 


27,000 


27,857 


979,275 


11,355 
23,034 
201,547 


440,431 
676,367 


$1,655,642 


W. R. GRACE & CO. AND SUBSIDIARY COMPANIES 


Consolidated Statement of Paid in Capital 


1970 1969° 
(In Thousands) 

Balance at beginning of year—Note 1...... Semi a oren\esniia $201,547 $196,911 
Excess of par or stated value of capital stock of 

companies acquired in poolings of interests 

transactions over the par value of the Company's 

shares issued in exchange—Note 1.............00+.- = 3,501 

201,547 200,412 

Excess over par value of common stock issued upon: 

Exercise of stock options ......... ci - 198 

Payment of incentive compensation 602 1,200 
Expenditures relating to acquisition of companies in 

poolings of interests transactions ......... avec siee (1,410) (1,112) 
Chbet as oxi ce nee aesesets Stndnc elas ctalatane atria sia este 6 849 
Balance at end of year.......... sitwmecice nisitehe sieupare $200,745 $201,547 


Consolidated Statement of Source and Application of Funds 


1970 1969* 


(In Thousands) 
SOURCE 


Income before extraordinary items .. $ 51,282 $ 41,271 


Provision for depreciation and depletion 57,837 66,303 
Provision for deferred income taxeS ...........0eeeeeee 2,094 (458) 
Proceeds from sales of: 

Miller Brewing Company ........ssssessescevcenes - 130,000 

Grace Line Inc. ...... - 44,500 

Nuclear Fuel Services, Inc. ...........e+eeeee ie iat = 12,000 
Disposal of other properties and equipment ............ 21,472 21,044 

132,685 314,660 

APPLICATION 
Cash dividends ..... 33,583 32,414 
Capital expenditures 110,449 136,286 
Decrease in long term debt ............ceeeeencveees 22,258 2,095 
Miller Brewing Company: 

PONTO TINOG ONE BRIG 50:55 on ms a.e iors nies 'pin/alein oon eimce laine - 27,116 

Working capital at date of sale - 24,670 
Working capital: 

POT AE a Siatw'si sais coe ta ssh lccésd wa nia aise ccalerweieniee 14,212 4,077 

Other businesses at date of sale ............eeeeee 15,339 - 
Increase in miscellaneous investments, other assets 

BGO xs io sree Kinte o FER GEA dL ART A Gace 9,136 
IOTRGE MANSEGHONG! NOU aia x x19) 5 Jan.n ala nlp wiendinsiaioalelvrogre 7,064 

212,041 

Increase (decrease) in working capital ................ $ (79,356) 


*Restated—See Note 1. 
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W. R. GRACE & CO. AND SUBSIDIARY COMPANIES 


Notes to Financial Statements 


Note 1—Principles of Consolidation: 


(a) General 


The consolidated financial statements include the accounts of W. R. Grace & Co. and 
all majority owned and controlled domestic and foreign subsidiary companies (except 
for Peruvian subsidiary companies—see (c) below). The assets and liabilities of the Com- 
pany’s foreign subsidiaries have been translated into United States dollars at year end 
rates of exchange, except that properties and equipment (and related depreciation) have 
been translated at rates prevailing at dates of acquisition. Income and expenses (other 
than depreciation) have been translated at rates prevailing during the year. 


(b) Investments in Marine Midland Banks, Inc. and Occidental Petroleum Corporation 


The Company's investment in Marine Midland Banks, Inc. (277,406 shares of $5.50 
Convertible Preferred Stock) is carried at the value established when the stock was re- 
ceived which is presently in excess of its over the counter market value. The Company's 
investment in Occidental Petroleum Corporation (175,000 shares of $8.00 Preferred 
Stock constituting all of the issued and outstanding shares of this class which is redeem- 
able at par no later than 1981) is carried at the redemption price established when the 
stock was received as partial consideration for the Company's sale in 1970 of certain 
Latin American businesses to Hooker Chemical Corporation, a subsidiary of Occidental 
(See Note 5). 


(c) Investments in Unconsolidated Peruvian Subsidiary Companies 


During 1969 the Peruvian Government, under its Agrarian Reform Law, assumed con- 
trol of certain subsidiaries’ lands and sugar mills in Peru. The results of operations of 
these properties since the assumption of control by the Peruvian Government have been 
excluded from the Consolidated Statement of Income and Retained Earnings. The net 
asset value of these properties has been charged as extraordinary items in the Consoli- 
dated Statement of Income and Retained Earnings. A claim for compensation in the form 
of Agrarian Reform bonds has been filed with the Peruvian Government. Proceeds on 
these bonds will be recognized upon realization. 

In July 1970, the Peruvian Government issued The General Industry Law which pro- 
vides, among other things, that foreign ownership of industrial companies in Peru be 
reduced to a minority position and in certain cases divested, within an agreed period, 
after the recovery of the capital invested and a reasonable profit. Accordingly, all of the 
Peruvian subsidiary companies were deconsolidated at June 30, 1970 and the Com- 
pany's equity in the book value of the underlying net assets at that date has been 
reported in “Investments in and advances to unconsolidated Peruvian subsidiary com- 
panies."’ The General Industry Law has not as yet been implemented and the ultimate 
realizable value of these investments and advances is not presently determinable. Sub- 
ject to future developments, it is the Company's present intention to reduce the carrying 
value of these investments and advances by the amount of related divestment proceeds 
and other remittances, if any. 


(d) Investments in 50% Owned Companies 


The Company's equity in the aggregate net earnings of its principal 50% owned com- 
panies, Ly-Gra Corporation (which in 1970 acquired all the stock of the Company's 
previous 50% owned company, Gulf & South American Steamship Co., Inc.) and 
Productora de Papeles S.A., for 1970 exceeded dividends received from those com- 
panies by $397,000 (1969—$1,315,000). The Company's equity of $20,689,000 in the 
net assets as shown by the financial statements of those companies at December 31, 
1970 (1969—$20,291,000) exceeded the cost of its investments in the companies by 
$12,628,000 (1969—$12,231,000). 


W. R, GRACE & CO. AND SUBSIDIARY COMPANIES 


(e) Acquisitions 
The following is a summary of businesses acquired which for accounting purposes 
have been treated as poolings of interests transactions in 1970: 
Shares of 1970 Results of Operations 
Date Common Stock for Period Prior to Acquisition 
Acquired Issued Sales Net Income 
Consumer Products Group 
Book distributing and retail 
toy businesses of Parents’ 
Magazine Enterprises, Inc. | May 1970 843,842 $25,716,000 $ 555,000 
Far West Services, Inc.— 
operates restaurants ..... Nov. 1970 499,968 22,922,000 942,000 
One other business ........ May 1970 83,334 1,292,000 56,000 
Hatco Group 
Lawrence Maid Footwear, Inc. 
—manufacturer of women’s 
and misses’ shoes ....... Oct. 1970 420,000 28,145,000 1,208,000 
Herman's Merchandising 
Corp. and its affiliated 
companies—retail sporting 


ONS 5 is ioe cu tonientale July 1970 241,000 4,660,000 227,000 
Specialty Products Group 
Three businesses ......... Various 77,162 736,000 107,000 
Other Activities 
Fan Coach Inc.—manufacturer 
of mobile homes ........ Dec. 1970 145,560 8,735,000 439,000 
2,310,866 


Also, in January and February 1971 the Company and its wholly owned subsidiary 
company, W. R. Grace Overseas Development Corporation, acquired capital stock of 
a food products company based in Europe and two domestic businesses for 
$10,000,000 in cash, the issuance of shares of the Company's common stock and 
W. R. Grace Overseas Development Corporation's commitment to deliver shares of a 
new issue of preferred stock in the years 1972 through 1974, convertible into shares of 
common stock of the Company. Approximately 1,600,000 shares of the Company's com- 
mon stock have been issued or are expected to be issued for these businesses. For 
accounting purposes these transactions have been treated as either poolings of interests 
or part purchase, part pooling of interests, in conformity with generally accepted ac- 
counting principles in effect at the time the transactions were initiated. The income 
related to the purchased portion of one acquisition for 1970 and 1969 has been included 
in “Income applicable to minority stockholders,"’ The sales of the businesses acquired 
in 1971 and included in these financial statements were $83,090,000 and $76,056,000 
whereas the net income was $3,477,000 and $1,088,000 for calendar years 1970 and 
1969, respectively. 

The Consolidated Statement of Income and Retained Earnings includes the results of 
operations of the above businesses acquired in poolings of interests transactions for the 
entire year and the financial statements for 1969 have been restated for comparative 
purposes. Certain adjustments have been made to the net assets of these acquired 
businesses to conform to accounting practices of the Company. The effect of these 
changes upon previously reported consolidated earnings is not considered material. 

In 1970 several businesses were purchased for approximately $11,000,000 in cash. 
The results of operations of these businesses are not considered material in relation to 
the consolidated earnings of the Company. It is the Company's policy to amortize good- 
will arising from acquisitions accounted for as purchase transactions on the straight line 
basis over estimated useful lives, not in excess of forty years. 
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Note 2—U.S. and Foreign Taxes on Income: 


The United States Internal Revenue Service has not completed examinations of the 
consolidated income tax returns of the Company and its domestic subsidiaries for 1962 
and subsequent years. Examinations of tax returns in foreign countries have in some 
cases not been completed for the most recent years. It is believed, however, that pro- 
visions made in 1970 and earlier years are adequate. 

Additional foreign and United States taxes might become payable if undistributed 
earnings of foreign subsidiaries were to be paid as dividends, but such taxes, if any, 
have not been fully provided since a substantial portion of such earnings has been or 
will be reinvested. 

Deferred income taxes are provided for the excess of depreciation for tax purposes 
over depreciation recorded for financial accounting purposes and for other significant 
timing differences. In 1970, deferred taxes of $2,094,000 were provided whereas in 1969 
the tax effect of timing differences reduced the tax provision charged against income by 
$458,000. The investment tax credit, which was repealed effective April 19, 1969, re- 
duced the 1970 tax provision (before extraordinary items) by $683,000 whereas the 1969 
investment tax credit of $1,466,000 was applied to ‘Extraordinary items” (See Note 5). 


LONG TERM DEBT 


Interest Years of December 31, 
Rates Maturity 1970 1969° 


(In Thousands) 


W. R. GRACE & CO. 


Promissory notes .......-.-.- 5 to 5¥2% 1970-91 $210,682 $216,502 
Promissory notes ............ 6.8 1983 15,500 15,500 
Subordinate debentures” 4% 1976-90 69,686 76,369 
Sundry indebtedness ......... 4to5 1970-95 26,732 31,102 


322,600 339,473 


SUBSIDIARY COMPANIES 


W. R. Grace Overseas 
Development Corporation 


Debentures 5% 1970-80 17,200 18,725 
Debentirae?” is si5.'snaaie ns: 5 1976-86 15,000 15,000 
Promissory note .........++ 7.21 1976-78 10,929 10,929 
OUROr occ sccsescecscevecs 5,212 5,212 
Federation Chemicals 
EIA aidenneaee camisole 5% to 5% 1970-77 13,572 20,211 
Other Subsidiaries ........... 42,990 50,830 
427,503 460,380 
Amount due within one year (21,854) (24,782) 


$405,649 $435,598 


(1) Convertible into one share of the common stock of W. R. Grace & Co. for each $65 principal amount. 

(2) Guaranteed by W. R. Grace & Co. 

(3) The Company has agreed to purchase, at a set price, all of the ammonia produced by Federation in 
excess of its requirements and under certain conditions to advance cash to Federation to meet pay- 
ments required under its note agreements. 

(4) Included in current liabilities under loans payable. 


*  Restated—See Note 1. 
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W. R. GRACE & CO, AND SUBSIDIARY COMPANIES 


Note 3—Capital Stock: 
The preferred stock ($100 par) authorized, issued and outstanding is listed below: 


Par Value of 
Shares Shares Outstanding 
Authorized In December 31, 
and Issued Treasury 1970 1969 
6% Cumulative” .......... 40,000 12,649 $ 2,735,100 $ 2,746,800 
8% Cumulative Class A” .... 50,000 2,506 4,749,400 4,813,200 
8% Noncumulative Class B® 40,000 3,318 3,668,200 3,795,100 


$11,152,700 $11,355,100 


(1) Eighty votes per share. 
(2) Eight votes per share. 

The Company's Certificate of Incorporation also authorizes 5,000,000 shares of a 
Class C Preferred Stock, without par value, none of which was issued or outstanding at 
December 31, 1970 or December 31, 1969. 

The holders of common stock are entitled to receive dividends, when and as declared 
by the Board of Directors, after prior and current year dividends on the 6% Cumulative 


INVENTORIES December 31, 
1970 1969° 
(In Thousands) 
Raw and packaging materials ................005- $ 83,714 $ 93,854 
Wi ei) os a hoe. 2 SRoreidoennnnrindees 29,311 30,430 
FRAG FOOSE <<:5.ais ciate tyeinse wee o aiviprecoe aan oe 230,969 259,764 
$343,994 $384,048 


Inventories are stated at the lower of cost or market. Market for raw and packaging ma- 
terials is based on replacement cost and for other inventory classifications on net realiz- 
able value. Due to the diversified nature of the companies’ operations, several bases of 
determining costs are used, including first in-first out, average and identified cost. 


PROPERTIES AND EQUIPMENT December 31, 
1970 1969" 

(In Thousands) 
LAINE oa's atatate at poeta. Riga ein ack Upiecaieihaeraieioe mee ars $ 74,308 $ 78,475 
Producing and undeveloped oil properties .......... 9,589 8,798 
BulleingG? s <cinn sia 'necle« ote vinie ¥siainis,a)eieiaiaisisinas ei aais 235,313 241,160 
Machinery, equipment, etc. ...........0...ee eee ee 632,663 711,679 
Projects under construction ........cccscecccecees 51,256 68,887 
1,003,129 1,108,999 
Accumulated depreciation and depletion ........... (418,998) (451,628) 


$ 584,131 $ 657,371 


Depreciation of properties and equipment is generally computed on the straight line 
method over the estimated useful lives of the assets and depletion of mineral and oil 
producing properties is provided on the unit of production method. 


* Restated—See Note 1. 
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and 8% Cumulative Class A preferred stocks and current year dividends on the 8% 
Noncumulative Class B preferred stock have been paid or accrued. Upon liquidation, 
after the payment of the par value of the preferred stocks and the dividends referred to 
above, the remaining net assets of the Company are to be distributed prorata to the 
holders of common stock. 

The authorized common stock of the Company is 30,000,000 shares ($1 par). How- 
ever, in October 1970 the stockholders adopted a resolution to amend the Certificate of 
Incorporation to increase the number of shares authorized to 50,000,000. Changes in 
the number of shares of common stock issued and outstanding during 1970 and 1969 
are summarized below: 


1970 1969 
Balance at beginning of year .............2000000. 23,033,855 20,326,395 
Exchange of common stock in poolings of interests 
transactions—See Note 1 ..........esssceeeccs - 2,654,042 
23,033,855 22,980,437 
Common stock issued upon: 
Exercise of stock options ............22eee0e0e. - 6,101 
Payment of incentive compensation ... 25,722 31,235 
OU On TANSAOVORS 5 'ai0in a\ciaseiainiaialaiaies i ain!ata.siawers is - 16,082 
Balance at end of year ...........-..ceeeeeeeesee 23,059,577 23,033,855 


Of the unissued common stock, approximately 7,300,000 shares (1969—7,400,000 
shares) may be issuable upon conversion of various convertible obligations, granting 
of stock options and stock awards, and as provided for in acquisition agreements. The 
agreements for twenty acquisitions provide for payments in stock in the years 1971 
through 1975, the amounts to be determined in accordance with prescribed formulas. 
Based upon these formulas it is estimated that at December 31, 1970 the Company 
is committed to make payments of approximately 3,245,000 shares of its common stock 
(1969—3,143,000 shares). 


Note 4—Stock Options: 


The changes in common stock options outstanding during 1970 and 1969 are sum- 
marized below: 


1970 1969 

Number __ Average Number Average 

of Shares Price of Shares Price 
Balance at beginning of year..... 577,040 $34.94 605,396 $46.83 
Options granted during year*..... 252,300 24.30 399,250 29.68 

829,340 1,004,646 
Options exercised ............4- - _ (6,101) 33.45 
Options terminated or cancelled”. . (99,640) 43.39 (421,505) 47.06 
Balance at end of year.......... 729,700 30.12 577,040 34.94 


At December 31, 1970 options for 126,201 shares (1969—82,583 shares) were exer- 
cisable and 185,963 shares (1969—364,969 shares) were available for granting of addi- 
tional options and stock awards. In addition 98,391 shares (1969—97,942 shares) were 
available to cover options which may be assumed or granted in lieu of existing options 
granted by companies which may be acquired. 

* In connection with the grant of options in 1970 for 100,900 shares (1969—196,645) at an average price 
of $23.69 (1969—$29.38), previously granted qualified or restricted options for 59,036 shares (1969— 
263,416), granted at an average price of $43.69 (1969—$47.54) were surrendered and cancelled. Such 
options for 100,900 shares (1969—196,645), together with other 1970 grants for 84,450 shares (1969— 


132,255) at an average price of $25.34 (1969—$29.59) are not qualified or restricted options under the 
Internal Revenue Code 


Note 5—Extraordinary Items: 
1970 


During the year, the Company disposed of certain chemical facilities and other non- 
profitable operations. These transactions resulted in net extraordinary losses as follows: 
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W. R, GRACE & CO. AND SUBSIDIARY COMPANIES 


Tax Effect 
Losses (net of gains) and provisions for (In Thousands) 
losses on:— 
Sales and abandonments of: 
Certain seed and fertilizer operations . $ 2,098 
NTA manufacturing facilities 1,920 
Remaining interest in foreign chocolate 
producer 3,144 
Investments in consulting, service and 
other operations 2,372 
25,252 9,534 
Adjustment of 1969 expropriation of Peruvian 
sugar properties and divestment of certain 
other investments in Peru—Note 1 876 
Intraperiod tax effect of extraordinary items 
and other tax adjustments 


1969 


During the year, the Company disposed of a number of its investments in subsidiary 
companies and production facilities and established provisions for losses expected to 
be sustained on future divestments and abandonments. These transactions, and the 
expropriation referred to in Note 1, resulted in extraordinary gains and losses as set 


forth below: 
Gross Tax Effect Net 


Net gain on sale, divestment and expropriation (In Thousands) 
of interests in: 


Miller Brewing Company $27,116 $53,953 
Nuclear Fuel Services, Inc. re 495 2,980 
Certain Dawbarn Division properties 1,408 3,515 
Certain Latin American and other businesses 1,407 (19,595) 
Investment tax and other credits = (2,047) 2,047 
71,279 28,379 42,900 


less: 
Provisions for losses upon: 
Divestment of certain significant 
Latin American businesses* 4,000 17,000 
Abandonment of certain chemical facilities** (4,000) 10,000 
= 27,000 
$28,379 $15,900 


* The results of operations of these businesses continue to be included in the Consolidated 
Statement of Income and Retained Earnings until the date of divestment. During 1970, the divest- 
ment of a portion of these businesses was completed (including the sale of certain chemical 
businesses to Hooker Chemical Corporation—See Note 1), resulting in a net loss of $10,200,000 
which was charged to “Reserve for Loss on Divestments and Abandonments."" The Company is 
continuing its efforts to dispose of the remaining nonprofitable Latin American operations. 

** Substantially all the abandonments for which the loss was provided in 1969 had been com- 
pleted by December 31, 1970. The $9,100,000 net loss on these abandonments has been charged 
to “Reserve for Loss on Divestments and Abandonments.” 


Note 6—Earnings Per Share: 

Earnings per common and common equivalent share were computed on the basis of 
the weighted average number of shares of common stock outstanding during the respec- 
tive years after giving retroactive effect to shares issued and expected to be issued for 
businesses accounted for on the pooling of interests basis and after deducting divi- 
dends paid on preferred stocks. The average number of common and common equiva- 
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lent shares was 25,001,000 (1969—24,820,000 shares) including 1,945,000 common 
equivalent shares (1969—1,843,000 shares). 

Earnings per common share assuming full dilution were computed based on the 
following assumptions: (1) stock options outstanding were exercised at the beginning 
of the year (with applicable proceeds used to purchase treasury stock), (2) the various 
convertible obligations were converted at the beginning of the year (with applicable 
reduction in interest expense, net of tax) and (3) contingent shares were issued in con- 
nection with acquired businesses. 


Note 7—Retained Earnings: 


Retained earnings include $5,842,000 (1969—$22,353,000) set aside by foreign 
subsidiaries, principally as required by statute, and approximately $57,400,000 (1969— 
$53,700,000) transferred to capital stock accounts on the books of subsidiary companies. 

Parent company unappropriated retained earnings at December 31, 1970 amounted 
to $316,474,000 (1969—$310,762,000). Of these retained earnings, $45,100,000 (1969— 
$46,000,000) were free of the restriction on payment of cash dividends imposed by the 
terms of the most restrictive of the Company's loan agreements. 


Note 8—Commitments and Contingent Liabilities: 


There are various funded and unfunded domestic and foreign pension plans presently 
in effect, some of which involve plans under union administration or prevailing foreign 
social laws, Pension obligations are generally provided by current funding, accruals or 
contributions to union administered plans. As a result of divestments, consolidated 
pension expense declined from $12,473,000 in 1969 to $6,699,000 in 1970 which 
includes, as to certain of the plans, amortization of prior service costs generally over 
ten to thirty years. Also included is $249,000 (1969—$5,975,000) contributed to various 
multi-employer union administered plans. The unfunded amount of prior service costs 
at December 31, 1970 was estimated to be $6,133,000 (1969—$6,320,000). 

There are various lawsuits, claims, commitments and contingent liabilities, including 
contingencies arising in connection with agreements for the sale of interests in busi- 
nesses formerly owned by the Company, which are not expected to have any material 
adverse effect on the consolidated financial position or results of operations. 


OPINION OF INDEPENDENT ACCOUNTANTS 
PRICE WATERHOUSE & CO. 60 Broad Street, New York 10004 
To the Stockholders and Board of Directors of W. R. Grace & Co. 


We have examined the consolidated balance sheets of W. R. Grace & Co. and its 
consolidated subsidiary companies as of December 31, 1970 and 1969, the related 
statements of income, retained earnings and paid in capital and the consolidated state- 
ments of source and application of funds for the years then ended. Our examinations 
were made in accordance with generally accepted auditing standards and accordingly 
included such tests of the accounting records and such other auditing procedures as 
we considered necessary in the circumstances. 

As described in Note 1 of the Notes to Financial Statements, the ultimate realizable 
value of the Company's investments in and advances to unconsolidated Peruvian sub- 
sidiary companies, carried at $43,154,000 at December 31, 1970, is not presently 
determinable. 

In our opinion, subject to the effect, if any, of the settlement of the matter mentioned 
in the preceding paragraph, the accompanying consolidated financial statements exam- 
ined by us present fairly the financial position of W. R. Grace & Co. and its subsidiary 
companies at December 31, 1970 and 1969, the results of their operations and the 
source and application of funds for the years then ended, in conformity with generally 
accepted accounting principles consistently applied. 


March 4, 1971 oe S ore Se + Co. 
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TEN-YEAR FINANCIAL SUMMARY” 
(All dollar amounts in thousands except amounts per share) 


1970 1969 1968 
Earnings Statistics 
Sales and operating revenues ..........+.. sesse+ $1,917,559 $2,018,016 $1,997,568 
Income before depreciation and depletion and taxes 139,775 140,292 183,836 
Depreciation and depletion ............+. S55ccc 57,837 66,303 70,493 
U.S. and foreign taxes on income,......... ev enee 30,656 32,718 44,712 
Income before extraordinary items .........++++. 51,282 41,271 68,631 
Extraordinary items . (21,039) 15,900 (24,621) 
NG INCOME o.6.05cccccewcsicdiescsicsecececsees oe 30,243 57,171 44,010 
Financial Position 
NUGERIINGS } CAD ieee arate miata ota o's wise nie nial aala $ 335,388 $ 414,744 $ 367,985 
Cash and marketable securities .............++5 80,010 103,623 134,047 
Notes and accounts receivable—net ............. 321,730 337,944 325,493 
MAVOTIRONIOG © 5 6 o:5\x ais sais vinis'ergs acolo sindien'acule'eaisee 343,994 384,048 357,696 
Properties and equipment—net ..............+-- 584,131 657,371 765,404 
EQWAIROIINE ABDI afew. o)cnin ctaretnin in slelole\ntsininieie alate 405,649 435,598 493,811 
Minority interest . . 15,902 27,857 68,271 
Stockholders’ equity—common stock ........+++5 658,099 665,012 639,000 
Data Per Common Share 
Earnings per common and common 
equivalent share: 
Income before extraordinary items .......... $ 1.96 $ 1.57 $ 2.69 
Extraordinary items ...........eeeeeee A SAe (.84) 64 (1.00) 
Net INCOME. 0c c ieee ane cen crccnesacece 1.12 2.21 1.69 
Earnings per common share assuming full dilution: 
Income before extraordinary items .......... 1.90 1.54 2.54 
NGt INCOME .:055 55sec ecaicenasaenie cnc 1.45. 2.12 1.65 
Cash dividends per common share 1.50 1.50 1.45 
Book value per common share .........--0++-+5 28.54 28.87 27.80 
Other Statistics = 
CBB TOW occ rmcsicasins one he gsr esa $ 111,213 $ 107,116 $ 140,932 
32,735 31,560 29,385 
110,449 136,286 134,742 
Number of common stockholders .....+++se+eeee 48,498 48,708 48,551 
Number of employees .........- pitemale opkarehara ais 61,700 68,800 78,900 


(1) The data for the years 1970 through 1966 have been restated to include all businesses acquired in 


poolings of interests transactions. 


(2) Per share figures have been adjusted to reflect two-for-one stock split in 1962 and 2% stock dividends 
paid on common stock each year from 1962 through 1964, Income per share is computed after deduct- 


ing dividends paid on preferred stocks. 
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1967 1966 1965 1964 1963 1962 1961 
$1,848,735 $1,586,880 $1,097,377 $876,201 $699,587 $591,532 $534,699 
171,320 161,865 116,490 104,348 84,533 72,901 61,108 
66,944 56,029 43,901 37,542 30,404 31,500 29,218 
42,618 34,772 24,007 24,066 20,640 18,784 13,060 
61,758 71,064 48,582 42,740 33,489 22,617 18,830 
; 3,996 10,919 10,357 3,160 - - - 
65,754 81,983 58,939 45,900 33,489 22,617 18,830 
, $ 389,127 $ 340,299 $ 250,889 $188,841 $157,368 $146,908 $136,093 
129,247 122,011 108,160 62,590 58,749 48,258 57,123 
309,013 309,443 196,970 174,381 130,005 109,412 90,622 
340,260 308,228 206,885 158,386 128,603 113,147 90,569 
736,953 687,028 553,905 428,066 347,789 340,928 297,104 
523,408 459,372 388,911 261,978 226,228 233,944 203,485 
| 63,478 57,932 20,613 19,201 15,175 36,841 30,234 
622,974 587,368 463,374 391,141 338,199 288,236 254,444 
7 
. 
| 
$ 2.42 $ 2.85 $ 2.80 $ 2.72 $ 2.29 $ 1.93 $ 1.73 
16 45 61 21 - - - 
2.58 3.30 3.41 2.93 2.29 1.93 1.73 
2.31 2.68 2.66 2.64 2.20 1.77 1.57 
2.45 3.09 3.22 2.84 2.20 1.77 1.57 
1.38 1.28 1.18 1.08 96 84 75 
27.19 25.65 27.04 25.27 23.43 24.88 24.13 
te 
$ 131,543 $ 131,577 $ 94,959 $ 83,438 $ 65,813 $ 57,545 $ 49,156 
28,986 25,517 19,646 16,647 13,794 9,261 7,779 
128,561 157,527 154,784 100,503 74,073 61,552 55,923 
48,162 46,617 45,053 41,790 40,142 30,919 27,814 
77,000 75,000 57,600 53,900 48,200 45,900 39,500 


(3) The aggregate amount of cash dividends on common stock includes the dividends paid by pooled 
companies prior to combination with the Company while the per share amount represents the rate 
paid by the Company only. 

(4) Cash flow consists of income before extraordinary items, provisions for depreciation and depletion and 
deferred income taxes. 
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W. R. GRACE & CO. 


Board of Directors 


Allen S, Rupley, Chairman of the Board 

O. C. Carmichael, Jr., Chairman, Associates Corporation of North America 

Alexander T. Daignault, Executive Vice President 

Charles H. Erhart, Jr., Executive Vice President 

George P. Gardner, Jr., General Partner, Paine, Webber, Jackson & Curtis Inc. 
Robert D. Goodall, Executive Vice President 

J. Peter Grace, President 

John C. Griswold, Senior Vice President, Eastman Dillon, Union Securities & Co., Inc. 
Paul F. Hellmuth, Senior Managing Partner, Hale and Dorr 

J. Mark Hiebert, Chairman of the Board, Sterling Drug, Inc. 

Axel A. Johnson, Chief Executive Officer, Axel Johnson Group 

Felix E. Larkin, Executive Vice President 

George J. Leness, Former Chairman, Merrill Lynch, Pierce, Fenner & Smith Incorporated 
Frank E. Mackle, Jr., President, The Deltona Corporation 

Lawrence J. McKay, Senior member, Cahill, Gordon, Sonnett, Reindel & Ohl 

Charles W. Miller, Professor of Business Administration, Marquette University 

Roger Milliken, President, Deering, Milliken, Inc. 

George S. Moore, Former Chairman, First National City Bank 

Cornelius W. Owens, Executive Vice President, American Telephone and Telegraph Company 
Clifton W. Phalen, Chairman, Executive Committee, Marine Midland Banks, Inc. 

John H. Phipps, Director, Bessemer Securities Corporation 

Michael G. Phipps, Vice President, Bessemer Securities Corporation 

William Wood Prince, President, F. H. Prince & Co., Inc. 

John A. Puelicher, President, Marshall & lisley Bank 

Eben W. Pyne, Senior Vice President, First National City Bank 

D. Walter Robbins, Jr., Executive Vice President 


Officers 
J. Peter Grace, President 
Executive Vice Presidents 


Felix E. Larkin 

George W. Blackwood 
Alexander T. Daignault 
Charles H. Erhart, Jr. 
Robert D. Goodall 
Thomas E. Hanigan, Jr. 
Edward L. Hutton 

Alex Kaufman 

Harold R. Logan 

D. Walter Robbins, Jr. 


Vice Presidents 


D. A. Coape-Arnold 
Robert M. Coquillette 
Edward L. Farrell, Jr. 
Thomas G. Gibian 
Carl N. Graf 

Donald E. Grimm 
Warren H. Heller 
Leonard Kamsky 
John F. Kelsey 
Kenneth A. Lawder 
Arnold P. Moran 
Manning C. Morrill 


Philip C, Walsh 
Leo A. Larkin, Vice President, A complete listing ot | 
General Counsel & Secretary key personnel including 
group and divisional 
Richard L. Bowditch, Jr., Treasurer officers is available 
A. E. Bollengier, Controller upon request. 


Transfer Agents 
Marine Midland Bank—New York 


| 140 Broadway 
New York, New York 10015 
Continental Illinois 
National Bank and 
Trust Company of Chicago 


231 South LaSalle Street 
Chicago, Illinois 60690 


Registrars 


Chemical Bank 
20 Pine Street 
New York, New York 10015 


The First National Bank 
of Chicago 

38 South Dearborn Street 
Chicago, Illinois 60690 


Executive Offices 


3 Hanover Square 
New York, New York 10004 


Stock Exchange Listings 


New York 
Midwest 
Amsterdam 
Edinburgh 
Frankfurt 
Hamburg 
London 
Paris 


Annual Meeting 


The annual meeting 

of stockholders of 

W. R. Grace & Co. will 

be held at 10 a.m. 

Eastern Daylight Saving 
Time on Monday, May 10, 
1971 at the New York Hilton 
Hotel, Avenue of the 
Americas 

New York, New York 


The italicized product 
names in this report 

4 are trademarks of 
W. R. Grace & Co. 
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